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ABSTRACT- 

This paper focuses on a system. of recurrent education 
in which individuals would have the opportunities to undertaJce 
educational and training activities in alternation with periods of 
work. Underlying tht paper is\the assumption that the financ;.ng 
approach to such a system would have fb encompaes most forms^ of 
postcompulsory. education and trainii^g, attempt to mere nearly 
equalize access to and benefits of silch training, promote the^ 

_ expansion of elplp^me^^^ and provide fl€xibi,lity fEor 

~ siipporting 4 Targe number of unorthodox educa tiOEai "and training 
alternatives. This paper develops a financing plan for recurrent 

o<j^ducati*n, that would, provide individual eatitlement£ that could be 
used for any eligible programs. Each person would become eligible for 
such ent4.tlekents at age 16 or when compulsory schooling terminates. 
These entitlements courd be used in any program that meets government 
eligibility requirements. Such programs could be spoBSored by 
governments, nonprofit agencies, or ptof it-seeking institutions. 
Evidence on the pot«jitial of Individual entitlements is drawn from 

) the GI Bill. Also included are a pt6sentation on the implementation 
of an individual entitlement plan' as well as a discussion of 
criticisms of the approach. (AuthCr/JH) 
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Abstract ^ 



The present methods of financing post-compulsory education in the United 
States and Western Europe represent a highly diverse and uncoordinated appi?oach 
to providing edtidational ^tfd training experiences* Under a system of recurrent 
Education in which individuals would have t^e opportuivLties to undettake educa-- 
tlonal and trai-ning activities- in alternation with periods of work is 
necessary to create a mope systematic financing approach whidh would:\(l) en- 
compass most or all forms of post-compulsory education and"** training; (2) more 
nearly equallke access to and benefits of such educational and training experi- 
ences; (3) pcompte the expansion of employment opportunities; and (4) provide* 
flexibility tor supporti\i2 a large- number of non-orthodox educational and 
trainipg alternatived* ^ . * 

This paper develops^ a plan th^t addl^^ses these criteria by providing 
Individual entitlements for recurriant education that could be us^d for any 
^eligible, programs ♦ Each person would become eligible for such entitlement^ 
for further training and education at age' \6 or at the* age at which the compulso 
schooling period terminates. The^e entitlements could be used to obtain fur-- ^ 
ther education and tl^^ining in any program that meets the requirements set; out 
by the government for program eligibility. Such programs could be sponsored 
by governments /non-prof it agencies such as trade unions and^relfgious insti- 
tutions,, or profrLt-seeking institutions. They might include virtually all of 
the existing post -secondary institutions such as the colleges and universities 
and. training programs as well as apprenticeship and on-the-job training pro- 
grams. 

A^'tliascription of the approach and its principal attributes is presented, 
and evidence on the potential of individual entitlements is drawn from the 
experience of the GI Bill of .educational benefits for military veterans ♦ This 
is followed by a presentation on the implementation of an individual entitle- 
ment plan as well ds a discussion of some possible criticisms of the approach* 
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INDIVIDUAL ENTITLEMENTS FOR RECURRENT EDUCATION 



I. INTRODUCTION 

» Recurrent education is a theme that has come into widespread .use through- 

out s the OECD countries. In general, this tenp seems to^ refer to the broadening 

of both the scope and timing of educational and training activities so that ^^ 

auc\i ^o<)portunities are made available over the entire lifespan and encompass a 

spectrum of endeavors from traditional university instruction and apprentice- 

1 

ships to retraining programs and cultural enrichment. Under more conventional 
arrangements, education and trainitig ara typically limited to that period in 
one's life prior ^o entering the labor force and during the first few years of 
work. * Under a prpgf^m of recurrent education, the timing, and nature 
of educational and training activities ^ould reflect the specific needs qt the 
individfifal^to meet his or her occupational ot non-occupational goals as they ^' 
arise over the life-cycle.^ While this definition represents only a general / . 
vision of the. concept of recurrent education rather than a concrete descri|)- 
tl^n, its actual translation lllto spec^.fic forms is currently a subject for 
policy debate in the U.S.', Japan, Australia, and most of the countries of 
Western Europe. * ^ * 

The advantage of the recurrent education approach is its purported flexi- 
bility in meeting specific individual \eeds for training and education as they 
arise as well as incorporating a widyf range of possible alternatives into the . 
education and training system. UndeV the present ^ucational and training 
approaches, the heavy emphasis on providing such opportunities primarily for 
youth tends to ignore the special needs for pSriodic retraining, revltalization, 
and education for career mobility of adults. These needs are especially likely 
to be concentrated Vlthin t^e experienced workforce and among mothers who wish 
to enter or re-enter the labor market after raising young children. The purpose 
of this paper is to explore the use of a system of individual educiational ^ 
entitlements for financing recurrent education. 
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Soclo-gconpmlc* Context of Education and Training 



\ 



Before descrlbi^ a plan of individual eT^tlement>( for financing recurrent 
education, it; is important to establish the terms of reference that will be ^ 
assumed in the discussio^ The most important of these refer to the socio - 
economic context of education and training in the OECD countries. 

(1) With only a few exceptions^ the OECD countries are capitalist societies 
that are characterized by: (a) relatively few firms dominating most 
sectors of the economies; (b) distribution of income in which the top 
five to ten percent of income recipients have a greater share of natural 
income than the poorest 40-50 percent of the population; (c) relatively 

^ low levels of economic | growth for the forseeable futulfe; (d) relatively 
high levels of unemployment in comparison witn the 1945-70 experience; 
and (e) increasing pressures for expansion of social services to* alle- 
viate inequalities and the hardships on' the populations created by the 

2 ^ - 

^ "harsh edges" cfi monopoly capitalism. 

Taken together, these conditions suggest initial ine^alitiep among 
individuals and families associated with the existing economic and social 
systems; a rising intervention of the States to cushion the^ 
inequalities and maintain the conditions of social reproductfon; and a' 
diminishing ability to provide the social resources to provide sixch 
services because of a falling rate of economic ^growth. 

(2) Within OECD countries these inequalities are reflected in the educational 

3 

attainments of their populations. The Amount and quality .of education 
"received is largely a function of the socl^V class origins, and 
geographical location of the individual. ^^Singsters from^famiries of , 
modest Income and occupational attainments,! females, and persona from 
rural origin? are likely to receive less schooling and schooling of a 
lower quality than males and persona from higher socio-economic \prigins 
and from urban areas. Further, at the same level of educational a^1;^ain- 
ment, persona from higher socio-economic backgrounds have s^icess to 
# ' better joljs, occupational attainments, and incomes. In addition, there 
^ is considerable unemployment and underemployment at all educlk^:ional 

levels, inclufling university completion. The labor markets of the OECD 
copwntries hav.e shown an 4»ability to absorb the large increases in recent 
ye^rs of university-educated young adults. 

^ ■ ' ■ 7 
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3) During the compulsory period of schooling at the elementary and secondary 
levels, almost all schooling will take place in public institutions, 
Whi*e inequalities by social class, sex, and geograp'hic location sttll 
persist in these institutions, those inequalities have been diminishing 
over time. Moreover, thete will continue to be substantial increases 
in the proportion of the young that complete secondary school, and ' 
especially those that obtain the qualifications for obtaining admission^ 



to post -secondary educational institutions. 

^ The present systejn of prdviding post-compulsory education and training 

tends to provide the greatest public support for students from the most 

advantaged families and the least public subsidies for person from the 

4 

least-advantaged backgrounds. This pattern is established by the fact 
that youngsters from lower income families are least likely to complete 
secondary training, and therefore they are less' likely to be eligible 
far post-secondary educational opportunities. Further, the most 
advantaged students will complete an academic course of study at the 
secondary level, so they will be eligible to attend the most highly - 
subsidized part' of the post-secondary educational system, the univer- 
sity. Students from lower socioeconomic backgrounds will be more likely 
to' take post-secondary training — if they participate at all at that 
level in cofamur^ty college, /^technical institutes, and .short-course 
institutes. Programs associated with these '^altematlves tend to be 
of much, shorter duration than university degree programs, and they 
also entail smaller^ resource requirements and public subsidies. There- 
fore, the present syst^s of post-secondary education and training ten4 
to be inegalitarian with respect to their distributional implicationsf 

(5) The present approaches to post-secondary education and training also 
introduce various distortions into both the educational, choices of 
young people and* the economic opportunities that will be afforded them ^ 
later. First, public subsidies are not provided for all types of post - 
secondary educational and training experiences, but only certain types 
of orthodox educational altemaCtves such as !the university\rid various 
other institutional training programs./ While some OECD countries pro- 
vi4e training subsidies d.a part of thteir active labor market pJolicies, 
ev«n these are restricted to selected areas. The. high level of subsi- 
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dization for some educational and training alternatives inevitably creates 
a hiad in favor of choosing them, iri pref ex^ence to those' that are not 
subsidized* 

Second, to the degree that the state assists the^ young in obtaining 
economic opportunitiea by providing such subsidies, it creates a bias 
towards overinvestment' in "human capital" as opposed to physical capital. 
To a large degree these subsidies tend to stimulate the expansion of the 
supply of educated labor to corporate and government bureaucracies while 
reducing the training costs of those entities. Since most of the young 
who. are fortunate enough to obtain post-secondary education and training 
do not have access to capital for creating self -employment , they must 
depend on the existing firms for jobs. These firms are able to take 
advantage of an expanding supply of trained labor with concbmmltant 
downward pressure on wages. Thus> Indirectly the subsidifes for' post - 
secondary education and training represent a subsidy to existing owners 
of capita^f by redillcing the wage costs of trained workers and by limiting 
the vast majority of->>the population to publicly subsidized investments 
in their training rathe^" than providing assistance in obtaining owner- 
ship of capital. ^ ^ 

Implications f or^^FiQanclng Recurrent Education 

What are some of the Implications of this socio-economic context for 
financing recurrent edilcation?' First, it would seem; yiat ^ny system of finan- 
cing recurrent education would necessarily have to be^ integrated with existing 
forms of post-compulsory education and training . That is, it wculd seem" that 
the design and finance of a system of post-<iomuvlsory education would include 
all education and training beyond the compulsory schooling period. This dis-. 
tinction between compulsory versus voluntary education and 

trai>ning represents the major distinction that characterizes adult recurrent 
education. That 13, following the compulsory schooling period, one can ehoose 
the amount, typejJU^d timing of further education and training. Thus, the 
existing set of post-compulsory opportunities must be integrated into the over- 
all recutrent educational system, since all are voluntary options that are 
made after completion of compulsory schooling. Accordingly, a comprehensive 
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approach to recurrent educjation mi^st. encompass all traditional forms of post 
secondary education and .training along with any new f orms ^that may emerge. 



A second implication is that no approach to recurrent education, by 
itself, will solve problems of inequalities that emanate from the nature of 
the economic and. social systems of the OECD countries.^ The fact that the 
young will enter the,; pbst-compulsory period with, different socioeconomic 
advantages and educational attainments is reason In itself to .be wary of 
claims that. adult recurrent education will resolve these inequalities 'when 
they were not resolved earlier. Howev|r, these inequalities should not'"be 
used as a basis for further unequal treatment in favor of advantaged popula- 
tions. To the contrary, the organization and fin ancing of national systems 
of recurrent education ought tb be distinctly equ alizing, in both intent and 
outcome. As we will note below, this can be better , achieved by providin| 
entitlements with larger potential subsidies for further ^ducatioA and training 
to those populations that are the leas* advantaged. 

A third implication is that any system for flnancin^^ recurren t educa- 
tion should be flexible anough to pro vide support for a large number of non - 
orthodox educational and training alte r natives as well as to provide a, diver- 
sity of patterns of utilization . That is, if only the traditional forms of 
post-sec^ondary instruction -are eligible for support, the ability to create 
diversity in types of educatiodfl training experiences as well as fle^iBllity 
in their utilization will be seriously compromised. A' system of recurrent ' ' 
education should be^des^gtled in such a way that various types of options that 
are presently^navaila^le or even beyond our existing imagination mi^ht 
emerge and be compatible with the oVerall systeii of finance. 

A final implication is that even with future reductions in the number of 
young who will be entering labor markets, problems on unemployment and under- 
employment are likely to continue into the future. Accardinffly, the organiza- 
tion and financing of recurrent education' ought to promote incr eases ift employ- 
ment opportunities as well as' th^ expansion of .trained labor. Vehicles for. • 
doing this will be discussed below. . ' 
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II. 



THE NATURE OF INDIVIDUAL ENTITL£MENT3 • 



0 

> 



Given this* soci9~economlc context and its ' implications, it is possible 

to present a i?lan for; financing rbcurrent' education through a plan of post - 

7 1^ 
compuisox^ entitlements for individuals. An entitlement approach refers tg 

1 ' \ ' . * 

. the ^provision of a guaranteed amount that would be provided by the government 
for (sach eligjfc^le person to oljtain ^ducatjion and training in the* post-^cofapulsory 
feducation period. " The .entitlements could be used fo^ a wide variety cff educa- 
tional and training experiences including the universities, teacher-training 
colleges, short-ciy<^ae^ocational progran^s, apprenticeships, on-the-job training, 
retraining programsVs^nd adult education courses of bqth vocational and non - 
vocational types • 

' Essentially, the plan would work as follows. Each person would become 

eligible' for an entitlement for further training and education at age 16. or 

the age at which the compulsory schooling period terminates. These -i.^ '] 

entitlements could be used to obtain furtt^^r education, and training in any 

•program that meets the requirements set out by the government for program 

eligibility!^ Such programs could be sp6nsore4 by governments, non-profit 

agencies such as trade unions and religious institutions, or profit-seeking, 

institutions. They could include virtually all of the existing post-secondary 

institutions stich'as the colleges and universities and training programs as 

well 4s, apprenticeship and on-the-job tracing- programs. The exact nature 

of eligibility would be determined by the goals of the recurrent education . 

approach. Program eligibility to receive and redeem entitlements from students 
* • * 

would be based on standards set out by the government such as financial 

accountability^ educational and training content, procedures for ' handling |^ 

complaints from participants, and the provision of sufficient and accurate 

information on programs. 

* -Such entitlements could be composed of both.l^ahs and grants where the 
total amount and composition of the entitlement would depend upon the family 
resources and other background characteristics of the student. For example, . 
it might be expected that the amount of the entitlement and the grant portion,' 
specifically, would be larger the more tneager the resources of the student andw 
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his or her family. In addition, the entitlement might vary according to/ the types 



of training or educatioij that a stndgxjji^^hooses to undertake with more support 
being provided »f or, study in those fields that are considered to have a high ^ ■' 
social priority dnd unusually high costs. ^ 

Perha^fs the most important aspect of the entitlement approach is that 
inaividuals cou!Ll i^ae it for any combination of eligible training or education 
progiaM^^^ttp" LO^EHi^ maximum amount of the entitlement. Moreover, the entitle- ^ 
ment could be drawn upon over a considerable period of time both prior to 

entering the workforce and during the working period. In fact, it mig'ht be 

I 

reasonable to permit entitlement accounts to accumulate interest as, an incenr- 
tive for the participant to consider carefully the recurrent and continuing 
education and training possibilities that will exist ovet the life-cycle. 
Programs would compete for students and their entitlemen^s^and new offerings 
would arise to take account of emerging training needs. ' ^ 

A public information system would be developed that would •make entitle-- 
ment. recipients aware of particular education and training programs as well ' 
as the opportunities that are available in different occupational fields. 
This systematic provision of information, would also keep potential providers 
of programs informed about which are^s-^^wed high student or trainee demand 
and which ojies were less attractive. ■ Government sypport of post-'compulsory 
education and training would be vested predominantly in the form of entitle- 
ments to individuals rather than of grants to support institutions directly, 
qnd these entitlements would create financial support for institutions according 
to the choices of the student or trainee-^partiqipants. Moreover, all of the 

existing soi^rces of ..public funding would be poordinated into ope overall 
It 

system of financial support to replace the present cyjjnf ounding diversity of . 
fupdlng progr'ams. 



/ 
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/ Ta summarise, a system of post^compulsory entitlements would have the 
following five general properties: 

(1) Public suppor^i of post-secondary education And training would be 
. ' channeled to the stCident in the form of a pfomissory note or 
entitlement. 



w ^ (2)^ The etititleiMarTwould obligate the gaVernment to provide a spfcified 
V ^ amount of grifets and loans ihat could be ase4 for partic^.pafcing' in 



r 



•iiglble education, ^nd training prog^r^s. ^ , . • 

. ^ 5 * ♦ • . i ^ wit. ^ ^ ♦ 

(3) The entitlement could ,b€^ u3ed over the lifetime bf j;he student, and 

* • *"»,.■ 
th^ unused portion would draw interest. The amoi^nt the entitle- 

ment attd its- composition between grants and lonns would be defer- 

' mined by the family •resoXirce's of th^; student and other pertinetif 

'factors. \ " ^ / • 

(4) Any edjication or training j)rogtam. meeting the eligibility require- 
ments setout by the government could accept atudents with antitle- 
ments and redeem them for cash from the government treasury. Such insti- 
tutions would probably include most existing colleges, universities, 

^ training institutes and training program* -jSf .tra9e unions, 

government, and industry. New program^ would als-j be eligible to 
participate^by meeting the specified eligibility requirements.* 

(5) Government© Mould sponsor an information and regulatory agency that 
would provide data for participants on training altemaFtives and ^ 
their costs as well as progi^am descriptions and. performances arjuU^..,^^^^^ 
thk job prospects among different occupations and training speciali- 
nations. The agency would alao set out the specific eligibility 
fegulations that determijae both the conditions of. students and 
trainee participation on the one hand and the^ requirements that 
must beu satisfied for program eligibility on the other. 



Within this framework there are a variety of plans that might b^ constructed, 
eaih responding to different objectives. It is not possible to. analyze the 
consequences of a post-compulsorjy entitlement^ approach wlth<>ut ^ discussion 
ofXthe main features that will determine the /outcomes. \ ' . 

• The threie major components of a post-^compulsory entitlem^||^^^^ are 
referred to as (1) the finance syste^; (2) the "regulatory sys^^^d (3) the 
Ittformation system.^ The specific details of these three systemi^^n taken . 
together will determine the operations and outcomes of the entitlement approach. 
The finance systeft refers to the determination "of how much the entitlemeht will 
be ahd how it will vary according to the characteristics of the participants 
artd the options that they choose. Th^ finance component also requires determinatic 



■ ■■■■ ■ ■'■ ' ^ ■ •■ ^- ^ 

of the composition 6f fentitlemepts- between loaAS and grants; the particular 
details of the Icxan and grant* provisions ;^ the method by which the government 
will obtain revenues fot supporting %he en t±t:lemertt^ system ; and the estimate 
of the total support rej^uirements for the eriti^etaent plan*; 

The regulatory system, embraces the rules and regulations and the set of 
conditions under which t1he system will operate. These aspects include the 
definition of who is eligible to recei^^e an entitlement, the a^ftkc of the" 
entitlement as set out by the finance system and the conditions under which 
the entitlement could be u^ed, the requirements for eligibility to redeem 
vouchers among, providers of educational and training servies, and the nature 
and responsibilities of the regulatory agency that would monitor the pJst - 
compulsory entitlement approach. 



Since an entJLtlemetit apprbach places a heavy emphasis on altexriativ/ss and 
choice, an information system must be constructed to provide us€(ful\and 
accessible information on these choices for bo^h the indiv\^ual participants 
and for the institutions and enterprises that wish to offer education and 
training to entitlement recipients. Examples of information thara might be 
needed by the individual participants include program descriptions-, personnel, 
qualifications, curriculum, costs, enrollments, f^cilj,ties, placement services 
and experiences of graduates^ and the proportions of students completing 
training. ^Information fpr potentiai^providers of services might include- the - ' 
distrlljutlons and' levels of. enrollments by types of education and training! 
costs^ geographical distribution^ and changes in the patterns of 0^se indi- 
cators from year to year in order to discern trends. Of course, data on 
occupational trends would also be useful. Finally, the regulatory agency 
would requ4.re data to evaluate the succesii of* the existing provisions, and 
it would 3iso ' need to set out an efficient system for disseminating the infor- 
mation to the appropriate clientele. . 

Obviously the finance, regulatory, and information systems are not 
strictly independei^t of each other. For example, the definitions of eligi- 
bility for both individual partiicipanta and providers 6f training and educa- 
tional services will have an import;*ttt;„jJ.fnpac t on" the financial requirements 

. " • 
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of the jentitlement plan. Likewise, the degree of equity that is desr^red wij.1 
have implications for both the regulatory mechanism and the fiaance system in 
that requirements will be 3et out with respect to how the entitlement miglit 
vary with .the financial resources of the - family of the recipient. These, 
regulations will affect the method by which entjj^lements are allotted as well 
as the distribution and, level of financial suK^port for post-compulsory educa- 
tion and training across the population. Thus,' while each of * the three com- ^ 
pon^t systems might be addressed separately for purposes of constructing a ^ 
gost-rcompulsory entitlement plan, their interdependence should also be ^ , 

recognized in the coor«lj.nation of the various aspects of the approach. 

Before reviewing these three components more specifically with respect 
to their design and implementation, it is Important to consider the potential 
of the individual entitlement approach fior financing recurrent education and 
meeting the various criteria with respect to comprehen3ivenes8, equity, flexi- 
bility, and the promotion, of. increases i^i employment that were set out in an 
earlier section. ^ \[ 

Comprehensiveness 

Individual entitlements enable a complete integration of existing forms 
of post-compulsory education and training as well as emerging ones, since 
the entltleJnent is neutral with respect to these alternatives^ Under mor^ conventional 
forms of financing post-compiilsory education, educational arid ^ ^ 
training institutions can^^only be establisjied on the basis of a direct, 
financing commitment from the government. This means that the provision of- 
new opportunities must depend upon the acquisition of government support which 
creates cumbersome requirements for the initiation of new offerings as well 
as the loss of many potential training and educational prog^rams that might be, 
offered by private and non-profit sponsors,''' In contrast; the ^entitlement approach 
ehables adults to use their education and trairling subsidies 'directly, whether 
for traditional university education or any other eligible post-compulsory 
alternative. Indeed, the financing mechanism is nAitral with respect to the 
type of education or training, so that new offerings can be considered on 
their own merits rather than whether they fit a more traditional system of 
direct institutional subsidies. Individual entitlements enable a comprehen- 
sive approach to financing recurrent ^ucation thdt can not be found, in the 
more 'Vi^ce-meal" approaches that characterize thjp present system. And, they 

. If; 



Can easily "encompass* future alternatives that are not(^yet on the drawing board, 



Equity 



la^ that 



While no claim Is malite| that the dldtrlbutlaji o^lncome or: adult opportuni- 



ties will become more nearly ^qual under a plan of Individual entitlements or 
under any other system of financing recurrent education, there are strong 
reasons for believing that the dist/rlbutlon of a4ucatlonal and training oppor- 
tunities, can become more equal. There are three bases for this; (1) By making 
each person aware of the existence of an entitlement for post-compulsory educa- 
tion and training, it is more likely that he or she will make use of it than 
under the existing system whepe no entitlement *fex43ts. Under the present 
approa^ch, only thosie persons who are aware of available educational and 

training opportunltle^-generally the more advantaged members of society — will 

TO ' ' 

seek out those options. But, an entitlement will make all citizens fully. 

aware of th^ir eligibility for such opportunities, (2) It Id expected that 
under a systei^of post^ompulsory entitlements, new education and training* 
choices will arise that will be more accessible and attractive to the less - 
advantaged members of society. That , is, there will be aip incentive by educa- 
tional and training agencies to attract the "n©^ clientele" who are not 
presently partlclpatlhg in post-compulsory education and training, but who 
will have the entitlements to do so under this n^w approach. (3) vUnder a 
system o^ post-compulsory entitlements, it is possible to tailor the slie of 
the entitlement and the. conditions of ltd ude to favor persons from less 
advantaged backgrounds. Iii contrast, the present systems of financing post - 
compulsory education provide subsidies to Institutions according to their 
educational and training cost« rather than according to the socio-economic" background 
of their clientele* By providing larger entitlements to persons from lo^jer 
Income families, such individuals will have a greater incentive to undertake 
post-compulsory education and training and will have the ability to undertake 
a greater Amount of such experience. t 



Flexibility . . . » . . ' " . 

The Individual entitlement approach maximizes the flexibility of^ the* 
over.^ll recurrent education approach, since the* subsidy can be used for any 
cotablnatlon of training and educational opportunities that are selected Hy 
the entitlement recipient. The entitlement can be pfllrtlally utilized before 
entering the workforce* and partially utilized during intermittent periods df 
traliU-ng during the. ln<Uvld.ual's' cd^er. Or, the individual can apply the 
entitlement to a university education Immediately fbllowlng his graduation ^ 
from school. Alternatively, the use of the entitlement c^in be deferred for 
several years beyond the school-leaving period, until after the recipient 
establishes hid career. All of these patterns can be accomodated with no 
special, arrangements. 

Further, the entitlement can be utilized for any combination of educa- 
tional or training activities that are accredited for its us6. The govern-. 
\ment need only set out the various eligibility criteria vd.th respect 'tp^ the 
organizational requirements and tjrp§iS of education and training that will be 
eligible to be funded by entitlements. Both the state and- ptlvate sector 
can offer education and training experiences, and there will be a, strong 
incentive to mpet the requirements and needs of students and trainees in 
order to attract adequate enrollments. Rather than the gc^vemment facing ^ 
the difficult challenge of setting out financing arrangement^ for large num- 
ber of possible recurrent educational and training activities, .the actlvi-" 
ties can be initiated with the knowledge that if they are attractive to 
adults they will receive funding from the* entitlements of their enrollees. 

, Finally, thete is great flexibility in this funding mechanism, slncj 
particular policy goals 'with respect to equity or special educational needs 
can al^o be targeted in an effective manner. , For example, larger entitle- 
ments can be giveto- to persona from underdevelo]^ed areas or persons who wll^^. 
study in fields of ' high national priority. As we stated , previously , the . 
entltlAent can. be "pro-poor" in providing more resourced to' .those who have 
the least ability to finance preparation for their own careers and who lack 
other advantages that wojild enhance thfelr adult opportunities. 
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In<!r e asing ' Employ ment v 

'Themechanlam of individual entitlement^' can also be used to inOTease 

employment for both indivitiuals and groups 9f workers. TIjie problem of. both: - 
»'.'«' 

youth ancT adult unemploymextt is a very sertpus one in the OECD countiries, and 
the slow ^ates af expected economic growth as /well As technological change ^ 
(e.g. the revolution in mini-rcomputers) may make -the existing job situation 
even more dismal. Post-compulsory investments in education, and training • ^ 
pperate only on the. supply of human skills and capabilicies and not on the 
demand for them. Accordingly, policies for increasing jobs must ad^ompany 
policies for expanding training and educational opportunities. ^ 

At the very least, active labor market policies must be pursued jto pro- 
vide appropriate employment fot. educated and* trainecl labor, and these|| policies 
should be coordinated with- any policy of recurrent educatipn. However, the 
individual entitlement approach has some atttactive features in itself for 
addressing both the retention of existing jobs and the creation of niU ones. 
In at least three ways the entit;lements can be used to create jobs forx 
trained labor as an overall part of the recurrent education strategy. 

• - 1 

.First, many of the OECD countries are experiencing plant closured by! 
multie-^iational corporations, as such firms shift their activities to third 
world countries that promise greater profitability because of low wages and 
state repression pf trade unions. In many of these cases the activities that 
are being transferred are still economically viable, ^lit not as profitable • 
as iun^countries where the permissable degree of labor exploitation is con- 
siderably higher. ^In such cases, the closure of the firm creates unemployment 
and great public expense in the form of redundancy or unemployment payments 
and public assistance. 

* 

. If the firm can be shown to be viable, the workers can be offered the 
use of their redundancy or unemployment pay to purchase it with the assistance 
of government loans, and their remaining educational and, training entitle- 
ments can be used to assist them ih acquiring the training to undertake the ^ 
management and operations of the plant. In this way, the state could assist 
the employees by training them at the emiiloymerit site to operate the if own 



firm as a producer cooperative or another form of self -man aged entferprise. 
It would seem that entitlements might be part of an effective strategy to 
retain jobs under the aegiik of worker^wned firms in s^i^^rfitLun^tances. 




Second, the entitlemetnts might also be used to create Jobs through . 

, ^ ' \ 

permitting groups of adulfs to combine their entitlements to prepare them 
for starting collective enterprises that might be owned and managed as 
cooperatives* For example, if a group of persons proposed the creation o^f 
4i small enterprise to the government, the appropriate government agency jnight 
investigate the potential viability of such a firm. If the basic plan 

seemed sound, the, government might lend the sjiCup the necessary capital while \ 

. , • ^ / 12 ^ 

using the firm s assets as cplla'teral for the loan* But, one of the crucial 

determinants for successful operation would be the proficiencies of the labor 

force for operating the bfisiness in a viable manner* It is* here tfeat po3t - 

compulsory educational entitl^ents can be combined to cover a training pro- 

gram j^or the workforce* Such training might be provided by the government 

with funding from the entitlements, and the fact that it would b^^^done 

collectively rather than individually would toable persons to be trained to 

work yitth a unique set of co-workers for Jliif^ specific requirements of the 

firm that was being established. • * 

A. third area in which post-compulsory educational and^training entitle- 

^ ' r 

men ts might be used for job-creation would be to set out a policy in wjiich 

a pprtion of the entitlement could be used to^ purchase tools and equipment 

that are. required for self -employment* Many persons who receive training 

in particular careers lack' the access to capital to be self-employied* 

Examples include, the manual crafts such as carpentry, welding,* painting,' 

and so on as well as professional ones such as accouo^ing, law, and architec- ' 

ture* Rather, persons with training in these area^ must , typically seek - 

employment with existing firms* ■ ^ ^ 

' An alternative arrangement would permit entitlement recipients to acquire 
education and training 'and to use the entitlements for those capital invest- 
ments that aite approved by the regulatory agency as being pursuant to their . 
careers* In this way some persons coul4 not only acquire relevant job skills, 
but t Key could create jobs for themselves by.invfe^ting in th^ physical capital 
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that is necessary for tho^e careers. , . , - 

The use of entitlements on both an-^ndividual anii cbllect^/ve basis tV' , 
pay for both training and the necessary physical capital could Weate 
additional jobs, especially- in the service sector where large amounts o-f 
capital arjs not as necessary as. in.prqduction. -Examples of such services are 
those of mechanics, car];5enters, artists, bookkeepers and accountants,- land- 
scape architects, mainttnance specialists, gardeners, business consultants, 
^ an^ so on. While these uses of an entitlement approach would not address all 
of the employment problems of the OECD countries, they could be part of a 
policy. mix -that combines education and training with a job creation ^and 
retention approach. 



Evidence on the Potential of Entitlements . f - ^ 

, ■ , • 

^ ( ThusN^far we have asserted that individual entitlements represent a 

more comprehensive, equitable, and flexible approach to financing recurrent 

education, and we have suggested that they also have greater potential for 

combining eiducation and training with job qreatlpn. Fortutiately , there 

exists a substantial experience with individual entitlements in the ^United 

States, so it is possible to review the validity of some of these claims. 

Since 1944 the U.S. Government has provided educational benefits to military 

13 

veterans under the so-called Gt Bill. Eligible veterans are provided with 
monthly payments while enrolle^d in accredited education and training, programs • 
At the present time, a single veteran who^:^s studying on a fulltime basis 
receives $311 a month, while" veterans with dependents receive more* For- 
example, a veteran with tyo dependents would receive $422 a month. Benefits 
may be used for up to ^45 months of study. Thus, a single veteran is eligible 
for a tq^tal entitlement of about $14,000, aif^ a married veteran with a child 
is eligible for an entitlement of .about $19,000. An* enormous varie^ty of 
training and educational programs^ are acfcredited for GI Bill enrollees, with 

eligible institutions required to meet various educational, legal, financial, 

14 . 

and reporting criteria f or'eligibility. 
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Since 1^4, more than 14 million veterans have received educational^ ^ 
benefits under tha three GI Billys that' have been enacted during the last 35 
years. ' In fiscal year 1976 about $6 billion ^was paid to veterans in educa-' 

tldn^il'^ benefits. This represented more than half of the federal expenditure 

•15 ' 
on post-secondary education axitt training. In sum, the GI Bill provides the 

equivalent of individual entitlements to veterans that can be used for a wide 

variety of educational and training options in both the public and private 

sectors. Further, it is a very substantial program with three decades of 

expediences Accordingly, it is interesting to observe the results of the 

GI Bill educational entitlements with respect to their qompreheQSiveness, 

equity," flexibility, and labor market effectiveness. 

• The comprehenslvenefes and flexibility aspects o^ the GI Bill can Ue 

reviewed together, because of their obvious overlap. The comprehensiveness 

is evident in that the entitlements can be received for enrolling Ih a wide ^ 

range ofvapproved programs including most colleges and universities, training 

Institutes, on-the-job training programs, correspondence schools, and so on. 

In the 1977 fiscal year, almost three quarters of *the GI Bill recipients 

chose to enroll in colleges and .unlVfersi ties. Of course, a substantial 

number of these were enrolled in the two year community colleges in career 

training programs rather than in four year academic courses ,of instruction. 

About one-tenth were studying in vocational and technical institutes, with 

almost an equal number engaged in on-the-job ajid farm training programs ♦ 

The remainder were involved in correspondence schools, flight instruction, 

and high school coqiple.t ion. Among all veterans, almost 80 percent were in 

/17. 

public institu.tioris. ^ *^ i 

l I' 

Since the ci Bill permit^ veterans to utilize their educational benefits 
over the ten years following their military service, there is considerable 
time in which to choose and undertake educational- experiences. Of course, 
even a decade is considerably shorter th^ a fully recurrent program (so 
participation would be higher over a longer permissable period). The use of 
the educational benefits can ap^ily to part-time or full-time study, and they 
can also be used for correspondence school courses while fully employed. 
The benefits for anything less than full-time study are set atprbportionately 

•r 

r 



lower iWels than, for fulltlme enrollees. The overall tesult of this coiiipre- 
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henslvenes^* and< filexlbllity is a rather high rate of utilization of educational 

benefits,' with the current^estimate that significantly over three-fifths of 

• • 18 
recent Veteran cohorts i«rlll use 'their educational benefits. This 'jiroportion 

is "Considerably higher than the post-secondary participation of non-veterans, 

which is somewhere between 40-50 percent. Further, it has been concluded 

from statistical analysis of enrollments that about one-third of all veterjtn 

students would not have undertaken the education aiid training in» the absence 



of the GI Bill benefits; 
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Even more Impressive are the 'equity implications of the enrollment patt^tns 

Although in the general population the pos|i-tompulsory enrollments of blacks * 

'are considerably lower than for whites, among veterans Che blacks showed 

slightly higher rates of participation utilizing the educational benefits of 
20 

the GI Bill. After adjusting for test scores ancf prior educational attainments, 
the^ participation rate fdt blacks was found to bfe-.some nine percentage points. 

21 ; * 

higher than for equivalent whites. Thus, the GI ^Bill entitlements seem to be 

(Considerably more effective in providing education and training to at least 

oxxe major, economically disadvantaged group than the more traditional approaches 



But, of course, one question fhat might be taised is that of the quality 
of choices. That is, if the enrol|tees are simply us:(.ng their entitlements 

frivolous ways, the iriere existence of a higher level and mpre equitable 
pattern of enrollments is not tantamount to a higher level of and more equitable 
educational benefits. Among a variety of sophisticated analysed comparing the 

r 

earnings of veterans who had taken vocatidnal training under the Gi^Bill and 

those who had not, it was found ^that earnings 'were about ten percent higher 

. 22 ^ 

pet year among the GI Bill group. This is about twice as great a gain as 

that associated with government-sponsored Manpower Development Training Act 

(MDTA) programs. For black veterans who u^ed their GI Bill benefits, the 

gains were even greater with a differential of 15 percent higher earnings 

over comparable blacks with similar educational attainments and test scores 

and no GI Bill training. Similar- earnings gains were found fcjir veteraps who 

had used their entitlements for on-the-job training or* college enrollments, • V 

y 

although no racial comparisons were made. ^ 
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In stanmary, the extensive experience with the GI Bill has ^hown that 
a general system of individual| entitlements can be more Qomprehensive^ flexi- 
ble, and equitable than the more conventional methods ^^or financing post - 
comptilsory "education and training, and there itf some evidence that it is nuxfe 
effective in imparting skills that are remunerated iR' labor iftarkets. The 
fact "that blacks participate more fully in post-compulsory education and 
training and receive relatively larger benefits than whites is also a, rather 
remarkable finding. Indeed, the' redistrlbutive effect of. the GI Bill entitle- 
ments is particularly surprising when one considers that no "compensatory" 
entitlementis ate provided on the basis of family background, so that blacks 
and whit«^ and rich and poor receive the same entitlements. The experiencie 
of the GI Bill suggests . that Individual entitlements repreaent.va forward-looking 
approach for constructing an overall methods for financing' recurrent education. 

XII.^ IMPLEMENTING A PLAN OF INDIVIDUAL ENTITLEMENTS 

•I • ' — . — • ' ' — • 

. ' While the general description of a plausible entitlement plan can be 
des<;i;:ibed quite readily^ the actual details require very carieful formulation. 
At t?he ^!nd of the compulsory education period. — e.g., at. age 16 — individuals 
wotild be registered with Jthe national entitlement , agency. Based upon the 
various criteria of eligibility, they would be informed of their drawing-rights 
under the entitlement mechanism. Moreover, they would be assigned an identi- 
fication number which, would be used to keep records on the use of the entitle- 
^ . . .. 

ment such that it migKt be possible for a person to obtain quickly through com- 
puterized access the information on the amount of the entitlement that still 
^remained as well £k other pertinent information. In order to utilize the 
remaining value of the entitlement, the individual would apply to the entitle- 
ment agency to undertake additional study or training from an eligible pro- 
vider. The agency would provide a draft or voucher that could be redeemed by 
the provider for cash by^ submitting it upon receipt to the government treasury. 

All of the accounting and records would be maintained by the national 
entitlement agency, and an annual or periodic rfport would be issued to each 
registered individual regarding the drawing fights that were still credited 
to him. Possibly the unused balances would draw interest in order to compen- 
idlVlduals who distribute fheir entitlement over longer periods. And, 

• . ■ J 
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at retirement age it might be appropriate to refund to the individual any 

unexj^ended balance or It could be given, tohis estate iA case qf early death. 

tn^this way the entitlement recipients would^ not be pressed to utilize the 

entitlement in frivolous ways, and the returns to any use vould be balanced 

♦ 

against simply permitting the value to accxjmulate with ihtereat until retire- 
ment. This would be an especially important provision for establishing equity 
for persons from less-advantaged backgrounds, who have historically been less 
able and leis likely to take advanl^a^e of post-compulsory schooling opportuni- 
ties." . \ ■ ^ 



Finance 



A number of particular questiotis must be'resolved to construct the. 
other finaijcing details. These include (1) the source of revenues, * (2) the 
size of entitlements/ (3> the manaer by which entitlements will vfh?y according 
to the characteristics of the recipient atid training' choice, »^ (4) exposition 
of entitlements between grants and loans, and (5) total, public sxjippott require- 
mfents. Each of these will be addressed briefly. ' - 

(1) Source of Revenues ♦ . • ^ 

— . • ! t 

There is no single approach, to the method of ^providing government revenues 
for post-compulsory entitlements. The different courttries of ^ the. OEGD have 
different tax systems wijth respect to the degree that they rely upon value-added 
or turnover taxes, personal income taxes, excise taxes, and business t^xes. 
But a strong case can be made for obtaining revenues from a broad-based tax 

rather than a* payroll tax. That is, sucK a program should not be paid, for by 

' . ^ '24 '- 

workers alone, but oy all segments of the population. 

Unfortunately^ much of the recent literature qn the particular forms of 

recurrent education and training such* as educational sabbaticals has focused 

• * . * . 

on the use of a payroll ^tax that- would provide a trust fund for such, exp^ndi- 
ttfres somewhat similar to the Social Security programs in the United State?. 
The principle underlying this view Seems to.be that educational leave and life - 
••Long education are necessary ingredients for everyone — at ieasf everyone In., 
the labor force — and a provision should be made for this by imp<i%ing a manda- 
tory tax on employers and employees that would be earmarked for such a function.. 
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. ^ovev^9 the use of a payroll tax ^'f or such purposes hds a number of \Kir7 '^r 
26 ' ^ ' 

serlpus def icietiQies. First, unlike the social insurance concept, the use of . * 

the entitlement is voluntary 4^ather than being based upon ascertain event such. 

as retirement' or. a contingeqicy such as death or disability. Those {Persons who 

did nbt utilize their en tit l^ents w^juld nevertheless pay for them, and the 

historical record suggests that the least advantaged workers would be tlie 

27 

least likely to utilize fully their entitlements. Thujf^^, a payroll tax on all 
workers would imply a subsidy of those who did use fully their entitlements 
b^^hose that did not, a redistribution of wealth in favor of the more advan-- 
taged (unless unused entitlements were permit^ted Xq. accumulate interest and 
revert to the worker ^t retirement Or to his, e&tate in^COTe of premature death). 

Moreover, the payroll tax tends to be regressive. In fact, it has been 

^ 28 ' 

found to be the^ost regressive major tax in the US tax system. Since it is a 

tax on labor earnings, 'rather than on such sources of unearned income as rents, ^ 

div^.dent, profits, and interest, this means that the very sources^f income \ 

that charlfcterize the rich ape untouched while the working poor and middle ^ 

classes* are forced to suijport the entitlement system* That is, the one-third 

or so of^ national income that is derived from capital and that is concentrated 

among the wealthiest families in all societies will be excused from .supporting 

th^ post-compiilsory education' and training system. If the tax is levi&d in a > 

fashion similar to the present Social Security tax in the United States, it 

would apply-as a constant tax rate up to a maximum level of earnings so that 

earnings beyond the maximum level would not - be taxed. (This too means that a 

higher proportion of a poor person^s* income will be taxed than one with a higher 

salary.. Indeed, it was estimated for 1966 that the U.S". payroll tax representei^ 

about twice as high a proportion of annual incomes for recij^ients under $15,000 <v 

as it did for those with* incomes in the $30, 000-50 ,T)00 range.- Thus, the use ^— 

of a payroll tax to support post-complusory eirtitlement^^ should be examinej^ 

with great ^rircumspection. ^. ' 



(2) i ^Slze of Entitlemients • 



The following factors yduld seem to be Important in setting the size 'of 
the basic entitlements.: the dost s that the govetnment presently incurs in 
. aubsidlzing students in public institutions of higher education and public - 
■supported training program*; the total direct cost of the various post-compulsory 



education and training programs; and the foregone' earnings cTr^the Qosts of ^ 
maintenance for a stuflent for normal living expenses. ' The importance of the 
present governritent si4)9idy is that it gives guijleline for the level of 
.support to post-cofiipulsory education that the government ha'S already shown its 
Willingness to* provide. The total cost o-f various types of training might 

be instructive for modif legations of this amount. Finally, it is important 

%. '» 

to consider the other costs of obtaining post-secondary education and training. 

' ' ' . 

that are reflected in/'the lost earnings of students or the costs of maintaining 

■ ■ <* 

the student during, h^s periods of study in order* to ascertain whether these 

. , \i 

should be subsic^^^i^d. . , ^ 

• .^i' ^ ' ■ ' . • • , 

For. exampl,jm'the ave^r age subsidy per student in four y^ar public institu- 
tions in States suth,.as Calif o;thia is about $2500-3000 suggesting that the 
state ts.. Wlllt4g to/zpay about^ $10,000-12,000 for the four year course of 
study leading to the" B. A. degree. Of course, the state and federal govern- 
menta provide QCheir'typia. of support for particularly needy or exceptional 
students-As. well a^^^^^^ eligible to receive benefits under the programs 

for military vejterins^'attd[' Social Security. As a first approximation, it 
might be useful.; to think of this amount of $10,000-12,000 as the basic entitle- 
ment that would be made available to all students, not just those who complete 

t ^ " 

a four year program at ^ public college or university. 



Lrect cost^ 



But even this amount would not be adequate to cover the indir< 
of study reflected in foregone earnings or in the living expenses for students 
and trainees. - Accordingly, it may be' necessary to consider possible additions 
to .the entitlements under sofee circumstances a^well as the provision of Iban ^ 
programs for expense^beyond the entitlement. The composition of such loans 
and grants might vary According to the social class background of the eligible 
individual and other factors.. 

(3) Characteristics That Might Alter Basic Entitlements 

While the setting of the basic entitlement Is necessary for establishing 
a general baseline for the entitlement program. It Is useful to consider the 
circumstances under which the entitlement might be varied because of the p^- 
tlcular characteristics of the reclplenf or because of his or her educational 
or training choice. For middle and upper Income families an entitlement of 
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$12,000 might be quite adeqtaatfe^f or enabling th^ir offapring tP undertake ^ 
post-secondary education and training. While $12,000 might not be enough to 
pay all of the direct* costs and the living costs of the post-compulso^ endea- 
vor, such families have additlojnal resources to provide such payments. Thus, 
a combi^aation of family resources, student earnings from part-time work and 
summer employment, and ^loans could be used to supplement the entitlement. 

But, persons from lower income backgrounds arQ not in such an envMble 
position. Their families ate less likely to provicfe either the additio'nal 
direct costs of post-secondary ejducation such as the balance of tuitign or • 
expenses for books and materials th^t m fght »not be covered by entitj-ements. 
They ate also less able to provide ^he- living expenses and Xp f orego the 
earnings that woul^ be obtained f rom" Vork rather than study. Finally, evfen ^ 

their access to part-tiqe work might be compromised relai^{.#'e to their more - 

V ' . * ■ ■ ' 

advantaged countevparta because of their Idck pf connections^ and information 
which often sequre such jobs for middle and upper class youngsters. 

ft • 

Accordingly, it would seem that tt) obtain high l^els of participation 
in ppstrsecondary education and training among low income populations it will 
-be necessary to provide entitlements that would cover other educational expen- 
ses as. well as the costs of maintaining the trainee or student. One important 
aspect of the finance system would be to design the entitlements to take 
account of differences in family backgrounds and resources. 

A second dimension along which entitlements might 'be expected to vary 
would be in those cases that training programs were of unusually long dutation^ 
while having a high social benefit. In those instances the' amount of the (f^ 
entitlement might be- increased, in order to account f ot the rel^itively longdr . 
training period, and to encourage persQi^. to enter those professions. Of 
course, thig^ type of pro6lem might also be solved by a liberal policy of loans 
that could be repaid from the future earnings of the recipients. Certainly, 
additional subsidies for the training of physicians will not 'in themselves 
expand the number of physicians who are trained,,, and such graduates cart 
easily pay their loans hut of their extjraord'inarily high incomes received 
^during their professional lives (at 'least In. countries like the U.S. and West 
Germany). Thus» the adjustment of entitlements, for long program duration and 



Ixigh program* costs should be justif ied on the basis ©f associated social 
benef ita-trfStKe policy gather than automatically allocating a larger entitle'^ 

ment for more Expensive traiitlng. , 

..« • *• 
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Alsb, an entitl^ent might be increased in those"^ exceptionally meritorious 
cases where i^ could be argued that the development of extremely scarce talent 
required the additional investment. For example, persons of exceedingly high 
scholarly, artistic, mtechanical, or scientific* merit might be chosen to rfeceive 
highly specialized training beyond that which might be available for the aver- 
age person in their caroi^.. Again, the social benefits of developing suchl 
talent represent the basis for the largeu% special entitlements where the \ 
talent would be identified by some reasonable set of procedures. The social 
benefits of such a policy would be reflected in the potential cultural, scien- 
tific, and technical discoveries, as well as*' the potential contributions to 
the artistic, cultural, and material well-bein§ of the society. 

(4) Composition of Entitlements Between Loans and Grants 

A very important issue that has arisen more generally in the debate over 
post-compulsory ed'ucational and training finance is the justification for pro- 
viding loans rather than' grants. According to some analysts the primary bene- 
fits from post-^secondary investments are those received by the individual in 
the form of higher earnings'. Accordingly, th^^ recommend that assistan<!j^^ot^ 
such education and tral|;ting take the form of income-contingent loans, thos^ij^ 

that are repaid out of the higher earnings received ^by those with the additional 
30 

training. An alternative* argument is that the benefits of such educational and 
training endeavors are shared between society and the individual and some basis 
is supplied for providing a subsidy for post-secondary educational and training 
endeavors. These benefits include the benefits of equalizing access to educa- 
tional opportunities. Even in this case it is not argued that society should 
.bear all of the costs of post-Compulsory education, hut only that portion 
which reflects the. social share of benefits. 

But, the territory between the social provision of complete grarfts for all 
* post-compulsory training and education and that of JLoans, alone, is^a vast;^,one 
with all types of combinations of loan and grant plans. Thus, it is important 

4 

to reflect on ^the composition of entitlements between loans and grants. We have 
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suggested at £he outset of the design 6f thfe' entitlement that one possibility 
would be to provide a $10,000-12,000 entitlement for everyone with some in- ys^ 
crease in entitlement for selected populations that are considered to be dis- 
advantaged, with respect to post-Secondary education and training opportunities. 
We also suggested that a^,. system of loans should bj^rovided for persons who 
need more than the ^10,000-12,000 or other set amount. 

But, there exist a number of QtherVpossibilities for combining grants and 



loans into "dual Entitlements • " For qxample, it may be more useful to think 
of every person oeiag ieligible for a. specified sum of grants and loans depending 
upon family background. In such an instance the person from a very wealthy 
* background would only be eligible f6r a ^*loan" entitlement to be repaid out. of 
his future income. The person from the most disadvantaged families would be 
eligible for a "grant" entitlement that would cover both the .direct costs of 
education as well as living costs. Between these two extremes the plati would 
provide various combinations of loans and grants so that the person who came 
from the middle of the social class distribution received the $10,000-12^000 
grant entitlement and was also eligible for loans. An individual somewhat 
higher on the social class scale would receive $8'i000 in grants and loan 
eligibility. 

Such an approach would have a number of advantages over the flat entitle- 
ment grant. First, individuals who ^ame from families that had ample resources 
, to pay for their post-compulsory training and educational experiences would not 
receive as large a subsidy as those from families w|\o lacked such resources ♦ 
Yet, even if the children in such families wished to establish independent status 
they would be eligible for loans so that they would not be dependent upon their 
families' largesse. Since the loans would be repaid out of their future income 
and they would b^ likely to share in the financial resources of their families 
eventually, such an arrangement would create flexibility, independence, and 
still a modicum of equity. Second, individuals "from middle income backgrounds 
would receive a dual-entitlement of grants and loans that would provide an 
appropriate subsidy while accounting for their family resources. Again, a 
substantial amount of flexibility would be afforded the student and his fiamily 
in choosing how much of the expense beyond the entitlement grant would be funded 
^from savings'and family contributions, part-time or full-time earnings while 
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undertaking post-compulsory programs, an4 loans that would be repaid from 
future earnings; \ ' 

(5)* Tot4X Public Supno»|;^Jequirement ^ . 

A final related iSiue on financing an entitlement plan i^ what; it wili / 
cost government. The answer to this query depejrids on the. siz6 of entitleme.nts 
and patterns of particip^yf^on as w6ll as on the spec4.fic construction of th« 
jilan between loans ind grants and the degree to which existing public subsidies 
tcf ',pbst-compulsory instj^tutions and training programs as well as _ those given 
to individuals under existing grant programs would be combined to underwrite 
an entitlement .approach/ The complicated nature of this problem Is reflected* 
by the fact that *most direct support for post-compulsory education is provided 
to particular institutions with another portion going to students and trainees 
in the form of Bcholarships, fellowships, and ma;tntenance grants or loans. 
These would Have to be combined under an entitlement approach, ^nd institutions 
would be required to obtain their support directly from the* student entitlements 
rather than from the government budgets. 

Of course, it might be possible to provide direct support fpr institutions 
such as universities so 'that tenure obligations and budgetary planning could 
continue on the same basis as before, while simply charging the student entitle- 
ment accounts for those persons iittending the university. If student enroll- 

> 

ments shrink below those that are adequate ta provide entitlement support for 
university budgets, the government might require a long-run reduction of uni- 
versity resources for meeting student needs. But, this process would certainly 
cushion the short-run fluctuations that might' disrupt the university planning 
processes if they were to' depend for their income exclusively on the entitlements 
that they. were able ^:6^btaib from enrollment period to enrollmeTnt period. 
Anot'her alternative would be to require universities to obtain their support 
directly 'from the entitlements while permitting a substantial financial reserve 
td cushion short-run fluctuations from period to period: 

For planning purposes it would be possible to estimate the approximate 
public expense for {jfest-compulsory ' ent;Ltlement3 on the ^asis of a concrete 
determination of eligibility requirements for participants, size of entitle- 
. ment?., and fields in which entitlements couljl be used. This would be done by 
' f Ifst ascertaining the number of eligible recilpients ahd calculating the total 
aniounft of entitlements that they would receive In the forms of grants and loans. 
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Next, we would need to assess the probable behavior of different sub-groupV 
with respect to the amount pf their entitlement, that they would utilize and the 
time pattern of utilization. This would yield an estimate of tot;al annual, 
entitlement costs for a Hparticular cohort, For the United States, some data 
in^ght be derived on these matters from the experience under the GI Bill. 

Rfegulatiou of the Ehtitlegient System 

./• In addition to thje financial arrangements 'for constructing a system of 
post^-compulsory entitlements, it is necessary to establish a regulatory system. 
In, this section we review briefly the nature of the regulatory system and. the 
types of decisions that must be made with respect to setting out regulations. 
A National Entitlement Agency would need to be established to administer the 
entitlements. This agency would ha^e at least six major functions: 

1 - the agency would process applications for entitlements, establishing ^ 

the eligibility of the individual according to the law. 

2 - The level and composition of each entitlement would have to be 

■ * determined for each applicant on the basis of the appropriate ^ 
criteria. 

3 - Continuous and accurate records on the utilization of the entitle- 

ijent and unexpended portions would be maintained for each individual. [ ^ 

4 - An information system would be designed and operated by the agency,- , 

and dissemination of accurate information to both individuals and 
institutions on educat|bnal" and training alternatives would be 
provided. 

5 - The regulatory agency would enforce eligibility standards foV par- 

ticipating institutions and programs through initial screening of pro- 
viders followed by periodic audits and reviews of complaints or violations. 

6 - An adjudicatory mechanism would be maintained by the regulatory 

agency for settling dispiJtes that might arise between, program 
sponsors and enrollees. 

In addition to establishing a regulatory agency to administer the entitlements 

for recurrent education, a number of laws and regulations would have to be 

created fbr the operation of the entitlement system. Among these are the foliowlng: 



, 1 - Who Is eliglblfe to recpi^jre an entitlement? 

2 What are the characteristics that determine the size of the 

# 

en'titl^ent? ' 

.3 - What types of education and training experiences or other types of 
investments can tfte^ entitlement be us^d for? ^ 

4 - What are the eligibility requirements for accrediting educational 

and training *Eist it utitms Co' receive entitlements? 

5 - What kinds of information would the regulatory agency collect for* 

purposes of dissemiAation bn^the characteristics and performance 
of the Accredited educational and training institution. 

The criteria for answering these questions and cpkstructing an entitlement plan 
are reviewed at some length in a more extensive discussion on the' subject, so 
they will not be discussed in this paper. However, .the answers to these ques- 
tions will depend clearly on national policy toward ifecurrent education as 
well as other factors .thit are unique to each of the OECD countries. 

ft 

IV . SUMMARY . ■ • . 

' 'V V. 

The whole notibn of recurrent education is one that is characterized 
by diversity. Both the types of educational experiences and their triming 
over the lifespan would deviate from the Predictable conventions of existing 
educational and training systems. The very notion of recurrent education 
suggests tl}g^ it^annot be codified easily according to existing educati6nal 
,and training ^ina^Rutions, experiences, or certificates. Rather, the offerings 
yfodet such an a]^roach ate likely to evolve in directions that cannot be. readily 
projected at the moment. 



Tlie individual 'entitlement approach represents a device for financing 
recurrent education that is perfectly compatible with both the diversity and 
uncertainty of future developments in this direction. Rather than setting 
out specific types of financing Approaches for each type of recurrent educa- 
tion, individual entitlements enable a systematic solution tq the financing 
Issue* Further, we have asserted that the individual entitlement mechanism^^ 
can provide a financing scheme that is more comprehensive; flexible, and 
equitable than present government educational and" training programs. Finally^ 
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it offers greater possibiliciea for effectively integrating policies for job 
creation and retention with those for education and training. 

One question that has not been addressed is the cost of individual 
entitlements in the aggregate. Obviously/ it is impossible- to provide-^y 
estimate of coats "without a clear specification of a particular entitlement 
plan and the designatiopi of a specific country. However, given some rudi^ *»» 
mentary^ notion of the particular arrangements for any society, it would be 
possible to provide an approximate picture of the costs. Of course, it should 
be borne in mind that not all of the costs associated with entitlements would 
be added ones. A verj^^ high proportion of them would ^reprfesent onea that 
were already obligated for existing educational and training commitments, since 
the proposed entitlements would largely replace traditional funding of the 
present system of po6t--comf>ulsory education. 

Some Possible Criticisms of Entitlements j 

Although I have suggested that entitlements represent a more suitable 
approach to financing recurrent education than the more fragmentary approach 
that is presently being pursued, where each type of program must seek its own 
funding on an ad hmc, basis, there are clearly sources of resistance and cri- 
ticisms of the approach. . In this final section of the paper, I wish to revi€5w 

these. For example, the noted economist Friedrick Edding has provided construe 
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tive comments on an earlier version of this proposal: 

(1)^ Edding asks whether a centralized approiich to funding might ngt 
stifle alternatives and choice by showing tendencies". .. to kill 
decentralized initiativeft. " Jhe Answer is that the purpose of 
such a central entitlement agency is to regulate and monitor the 
granting and use of entitlements and accredit institutions for 
receiving them. This is essentially a coordinating and banking 
arrangement, and it <ioes not preclude afiy set of recurrent 
eduQational alternatives that might arise under other funding 
^ approaches. To the degree that it promotes the formation of 

recurrent educational alternatives among citizen groups, non - 
I profit itlstitutions, and other non-governmental entities, the 

outcome is likely to be more diversity rather than leds. Even 
more to the point is the considerable diversity of opportunities 



for recurrent education that are fuuded under GI Bill entitle- 
ments in the U.S. To my knowledge, no one has ever criticized^ 
the GI Bill educational benefits because they stifle new initia-*^ 
tiviBS and educational departures. More typically it is arguejl 
that they stimulate too many new ones tjjat have only marginal 
value ?^The latter problem may be a more serious one of any plan 
for recurrent education, where not everyone wil4. agree on the 

value of particular non- traditional educational alternatives 

* ■ J 

that arise* 



Edding further raises the question of whether the more traditional 
parts of the educational system such as the non-compulsory por- 
tions of upper secondary education and traditional higher \ 
education are compatible with the entitlement approach. His 
main point is that the more traditional segments do not require 
the student to engage in productive work, while the recurrent 
approach aissumes alternation of work and education. Further, he 
suggests that complete replacement by an entitlement system of ^ 
all post-compulsory education and training would be more costly 
from bpth a political and financial perspective, and he posits 
the alternative that such a system of entitlements might best be 
restricted to those beyond the traditional higher educational 
period (for example age 25 and over). This modification might 
be desirable from a political perspective; but it will surely 
undermine the equity criterion, sinc^ it is very important to^ 
integrate the education and training benefits received before the 
age of 25 with those received beyond that age-. Further, while/ % 
. raising the ^age of eligibility would surely reduce the funds 
required for entitlements, the change would not reduce the t^ 
resource demands for poSt-<iompulsory educational subsidies. 
That is, the total of such subsidies would just be divided into 
sets of funding requirements (one for those under 25 and another for 
those ovei^ 25), and it is not clear what the value of this Separa- 
tion wojild be beyond its symbolism and the political value of not 

challenging the more traditional parts of the post-compulsory 

» • 'J 

educational sector with a new financing mechanism. 
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(3) Edding Is also concerned that an entitlement scheme would reduce 
or preclude private support foir recurrent education and training 
such as that of firms, trade unions, and so on. There are at 
■ leist 6a6 reasons that'J private support^ is^. likely to/be f orth- 
^ng under an entitlement approach. First, persons from more 
Ivantaged families would have smaller entitlement grants, and 
they would need to supplement these from their own sources. 
Moreover, the entitlements generally would be finite so that 
they would not cover unlimited educational and training experi- 
ences^ Indeed, private supplementation would be enccfjmraged by 
both of these aspects. Second, not all recurrent activities need 
be includecl in the entitlement system, if it is clear that they 
neither merit nor require public support. For example^, much job 
training is a highly routinized part of a distinct set of experi- 
ences and career ladders in the fitm that is difficult to separate 
from the performance of the job itself. Typically, this is called 
"learning-by-doing." There Is no reason to provide entitlement 
subsidies for these activities. Also,, activities that might 
generally be considered fri'volous ni^ght be excluded from 
accreditation for entitlements. In those cases, only private fund's 
.wo,uld be used. It is not clear that private support would be either 
higher or lowest under entitlements, and the answer would Purely de- 



pend oh the. specific Entitlement approach. 

Edding raises a question of whether the consumer can be adequately 
informed about the nature of educational and training choices under 
an €^ntitlement approach. The answer, is th^t this will require both 
a well-designed iifSoraation system as well as the existence of 
appropriate incentiveS'^Tor training and educational institutions 
to provide accurate data on their operations.^ While this type of 
problem will exist under any -approach to financing recurrent educa- 
tion, the fact that the regulatolry and information systems can be 
combined under an entitlement approach provided a comprehensive and 
coordinated strategy for educating entitlement recipients directly 
on the available and appropriate choices. The competition for entitle- 
ments also provides incentives to give potential clientele suitable 
Information. \ 

'JO 
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(5) A final issue posed by Edding id whether entitlements ought to be 
a complement, or substitute for educational- leaves of absence. 
:He suggests some good reasons for coordinating ~ but not substi- 
tuting — entitlements for programs of educational leave. Cer- 
' tainly, a useful entitlement approach .should be constructed to 
take account of other progr^^ that can -not be easily rejplaced 

by individual entitlements. These circumstances vary from coun- 
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try to country. ^ 

** 

* . • • 

All^of Edding^s points are, useful ones for considering entitlement approaches to 

posti^compulsory education and training and testing them. Edding suggests that 

at least initially there ought to be only partial replacement of the 

existing financing apparatus^^in order to see how the entitlement scheme works 

and to enable us to m6d|^fy and improve its shortcomings where they are evident*? 

This seems to be ^ constructive way of ascertaining whether the individual 

entitlement approach to financing recurrent education has as much promise as 

is suggested by both the concfeptual arguments and the experience under the 

GI'Bill in the United States. 
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FOOTNOTES 

i» 

I. For examples of this literature see OECD 1975 and 1978; C, Stalfbrd' 1978, 
and R. Peterson 1979. 

' , . ' '"- , ■ ■ ■ ■ ■• . • * 

2.. Data on the income distributions are found in S • Jain 197 5 • Economic . 

growth prospects are summarized in the various issues of Economic Outlook ^ 
issued regularly b:/OEpD* - • < > v 

3.1 These contentions are documenteiLJ.n-U^Levin 1976 and 1978b. ^ 

4. See H. Leviti 19/6 and ll. I^evin 1978a for details.. 

■ ♦ 4. 

^5. An insightful analysis pf prbblems inherent in these%programs is 

G. Lenhardt 1978. ' . * ' 

* . • • • " . 

6.. See H. Levin 1976 and 1978b. . 

* 

7. -This presentation on individual entitlements builds on a niimber of 
previous papers written ^ the subject. See par titulary H. Levin 1977a 
and 1977b and N. Kurland 1977. 

8. The detailed presentation and analysis of these three components are 
found in H. Levin 1977a. ' 

9. The distinctions between the distribution of educational opportunities 
^ and outcomes and adult opportunities and outcomes wii^i^espect to 

occupational attainments and Income are addressed in H. Levitl* 1^78a, 
■ * ^ 'fvjs ■ . 

10; In 1975 only about one-fifth of adult learners iu the United ^6^>i&^pv 
had not participated in education at the college level. That 
about four-fifths had undertaken at least some college training ^"S^ 
almost 60 percent had at least one college degree. See K.P. Crols 
1978: 9. 

II. See tjfie survey of these policies in R. Haveman and G. Christainsen 
197a/and J. Palmer 1978.' The origins of an active labor market policy 
are/generally credited to G. Rehn. See G. Rehn and E. Lundberg 1963 , 
and R. Meidner and R. Anderson 1973. ' , ^ 

12. Government policies to promote employee ownership are discussed within 
a much wider framework in Rudolf MeidYier 1978. ^ . 

13^. Recent , evaluations and analyses of tie GI Bill are^Congressiona^L Budget 
Office 1978, D. M. O'Neill 1977 and D. M. O'Neill and S. Ross 1976. 

lA. O'Neill and Ross 1976: Appendix A describes these provisions. 

15. Ibid . y p. 1.- . • 

16. Congressional" Budget Office, p. 6. > 



Footnotes 

17/ Ibid-, p- 7- ' 

18. O'Neill and Ross, p. 44. 

19. Congreseior^al Budget Office,, pp. 12-13. ^ 

20. ; O'Neill and Ross, p. 53. / 

21. Ibid.^, p. 58. ^ • 

22. All of the findings On, eariiings are. in Ibid . , Ghap. *2 

23. See Harnqvist 1978; Rosenthal 1976; and Cross 1978 for evidence oh 
this contentiot^ as well as Levin 1976 and 1978a. ^ v . \ 

24. It may appear that because most payroll taxesj require a mandatory \ontrir 
bution by the employer, that it* is employers who are bearing at le^st 
that portioi#of the tax'. However, it is generally agreed that in the' 
long run such "employer" contributioits are shifted to employees itl *the 
form of lower wages and salaries than they would otherwise receive. 

See John Brittaln 1972: pp. 60-81. 

25. Suggestions in this direction are found in Kur land 1974; .Strirter 197?; 
U.S. Department of HEW 1973: PP. 126-134; and are reflected in actuality 
in the French Law* of 1971 on educational leave for workers. See H. A.^ 

Levinfe 1974.. 

* - ♦ ■ ■ 

26* See the useful discussion by L. Emmerij 197.9, especially with reference 
to t^e Dutch case, T^i^arding the use of social .security- funding* 

i7. See references in footnote 23. 

28. Pechman and Okner 1974: p. 59. 

29. Ibid . 

20. A comprehensive treatment of student loan plans is R. Hartanan 1971. 

1 

31,. F. Edding 1977. 

32. This has* always been considered a greater problem than that an entitle- 
ment mechanism will stifle diversity. Some of the problems of regulating 
and accrediting proprietary vocational and hdnie study schools are found 
in a comprehensive repott of the U.S. Fed€^ral |Trade Commission 1976. In 
an extensive discussion of accreditation and prx^cedures to control fraud 
and maintain quality, 0*Neill and Ross conclude that these are hot liajor, 
. intrinsic problems for an entitlement approach. See Appendix. A. 
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L. Emmerij 1979. 
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